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“Functions of Intergovernmental Administrative Coopera- 
tion in Taxation” (page 327) is the third and last of a 
series of articles by James W. Martin, Director of the 
Bureau of Business Research of the University of Ken 
tucky. The author has already discussed the problems of 
duplicating federal and state taxes, and the general pattern 
of state and federal cooperation in tax administration. In 
this article, housekeeping functions, compliance coopera- 
tion, collection, audits, and other investigations are outlined. 
The authoritative and scholarly nature of Mr. Martin’s con- 
tributions is indicated in his footnoted acknowledgements of 
sources and assistants as well as in the text itself. STaTe 
(sOVERN MENT again expresses its indebtedness to the author 
for reducing a large volume of material on this subject to 
such a readable and readily intelligible series of articles. 


“Nine States and a River” (page 333) is a story which 
—like the river in question—goes on and on, accumulating 
quality and quantity as it goes. In November, 1943, STATE 
GOVERNMENT reported on the progress of the movement 
under the title of “Eight States and a River.” Now, with 
the addition of Colorado, there are nine states. In the mean- 
time, the Missouri River valley plan has moved along from 
the “talk” stage to the “action” stage. At the latest meeting 
of the Missouri Valley States Committee, a committee of 
engineers was appointed to begin the development of work 
ing plans in conjunction with the appropriate departments 
and agencies of the states and the national government. It 
is the hope of this committee that all interstate problems 
will have been reconciled and plans completed in time to 
have the project ready for postwar public works programs. 


THE READING GUIDE to postwar problems (see page 334) 
by Samuet C. May, Director, Bureau of Public Adminis- 
tration, University of California, although presented by 
the author as “introductory,” will fill the needs of all but 
the specialist for direction in this rapidly growing field of 
literature. Mr. May has fortunately selected material which 
is available at minimum effort and cost and which covers a 
good variety of agencies and subjects. The guide was issued 
along with Volume 1, No. 1, of Postwar California, a 
monthly digest of information published in cooperation with 
the California State Reconstruction and Reemployment 
Commission by the Bureau of Public Administration of the 
University of California—an excellent issue which State 
(JOVERN MENT heartily welcomes to its field. 


Tue COMMITTEE on State and Local War Records, a clear 
ing house for war records, projects and activities in the 
states and territories, was recently organized by The Amer 
ican Association for State and Local History, with head 
quarters at the University of Virginia Library, University, 
Virginia. The association recently published the first edition 
of The War Records Collector, a four-page bulletin, the 
first issue of which, devoted to an announcement of purposes 
and a directory of war history projects and agencies in the 
states and territories, is presented on page 336. 
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PENNSYLVANIA CAPITOL, at Harrisburg on the Susquehanna 


River, bailiwick of Governor Edward Martin, who in May 
will be host to the Governors’ Conference, has been the 
seat of government in the Keystone State since 1812, In 
other words, as Pennsylvania history goes, Harrisburg is a 
comparatively modern location, the government having been 
located there one hundred and thirty-two years as against 
one hundred and sixty-nine years elsewhere, as follows: 
The first capital was established at Tinicum Island in the 
Delaware River in 1643. William Penn, upon arriving in 
the province in 1682, held the first General Assembly at 
Chester, Philadelphia then being in the process of being 
laid off into lots. The “Great Law” was enacted at Chester 
that year. The following year, the provincial government 
was moved to Philadelphia, where it remained until 1799, 
when it was moved to Lancaster. By an act of 1810, Harris 
burg was made the capital dating from 1812. 

The first capitol, completed in 1821, was destroyed by 
fire on February 2, 1897, and two months later the erection 
of the present capitol was authorized. It was dedicated on 
October 4, 1906, by President Theodore Roosevelt. 

The main building is E-shaped in plan and is included 
in a rectangle two hundred and forty-five feet wide by 
five hundred and twenty feet long. The exterior, of Vermont 
granite, is five stories high and is surmounted by a dome 
reminiscent of St. Peter’s in Rome. The interior is fur- 
nished in the grand manner in marble, mahogany, bronze, 
and tiling, with elaborate mural paintings and decorations 
by distinguished artists. The building, exclusive of furnish 
ings, cost more than ten million dollars. In 1911, the capitol 
property was expanded by the acquisition of twenty-seven 
acres, comprising five hundred and thirty-seven properties, 
at a cost of two million three hundred thousand dollars. 

In 1916, under Governor Brumbaugh, a comprehensive 
plan for the future development of the capitol park was 
adopted, with Arnold W. Brunner as architect and Warren 
H. Manning as consulting landscape architect. A grand 
approach to the capitol from the East, with the capitol group 
of buildings so arranged as to accentuate the main axis of 
the capitol and to enhance the dignity of the capitol build 
ing, was planned. The first of the four buildings, South 
Office Building Number One, was authorized in 1919. Dur 
ing the following twenty years, North Office Building 
Number One, South Office Building Number Two ( Educa- 
tion Building), and North Office Building Number Two 
(Finance Building) were erected, thus completing the 
Brunner plan of the capitol group. Subsequently the New 
Office Building was completed. 

The Pennsylvania capitol, considered one of the finest 
monumental buildings in the world, contains art treasures 
of rare beauty and value. At the west entrance are groups 
of statuary executed by George Gray Barnard. The huge 
bronze doors at the west entrance were designed by Joseph 
M. Huston, each panel a picture, as in the doors of the 
taptistry of Florence. The white marble staircase ascend 
ing from the main floor was patterned after the staircase 
of the Paris Opera. The pavements of the rotunda and 
main corridors are of colored mosaics descriptive of Penn 
sylvania’s varied history. 

The Senate, House of Representatives, Supreme Court 
chambers, and the Governor's reception room are show 
places of the capitol, their mural paintings and furnishings 
by celebrated artists and artisans annually attracting large 
numbers of students and visitors. 
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THE 


G.I. BILL OF RIGHTS 


What It Is 


E SENATE has passed unanimously a new omnibus veterans’ bill, S. 1767. 
Hearings on it are being held by the House World War Veterans’ Committee. 


The main sections of the bill provide for: 


CEDURES. The Veterans’ Administration is 

authorized to expand hospital facilities, to 
establish regional and branch offices, and to op- 
erate such facilities. Five hundred million dollars 
is authorized to be appropriated for additional hos- 
pitals. The Veterans’ Administration is given 
priorities—second only to the War and Navy De- 
partments—in personnel, equipment, supplies, and 
material. Servicemen about to be discharged or 
released are to be advised concerning disability 
claims, and no one is to be discharged or released 
on account of disability until and unless his dis- 
charge certificate and final pay are ready for him, 
or until he has executed a claim for compensation, 
pension, or hospitalization. Accredited represent- 
atives of recognized veterans’ organizations are 
authorized to advise servicemen in military instal- 
lations regarding their rights, filing of claims, etc. 
Servicemen discharged or dismissed as a result of 
court-martial, as deserters, etc., are barred from 
benefits, and Boards of Review are to be estab- 
lished in the War and Navy Departments, re- 
spectively, to pass upon certain discharges. 


| HOSPITALIZATION, CLAIMS, AND PRO- 


EDUCATION OF VETERANS. A Di- 
rector of Servicemen’s Education and Train- 
* ing is to be appointed in the Office of the 
Administrator of Veterans’ Affairs, and an advisory 
council of federal officials and public representa- 
tives is to be established to aid the Administrator. 
(“The Administrator may utilize the service of 
any legally designated federal and state educational 
and vocational agency in the execution of this part, 
subject to agreements with . . . heads of such 
agencies.”) Servicemen will be entitled to one 
year’s educational training and will be eligible 
where qualified for three years’ additional training, 
with government payment of tuition up to five 
hundred dollars per year and a subsistence allow- 
ance; educational and vocational guidance- in 
crafts and trades will be furnished also. Upon 
recommendation of the Administrator, the Presi- 
dent may request the. governor of any state to 
arrange for the proper designation and accrediting 
of institutions qualified to provide such education 
and training. 


LOANS FOR PURCHASE OR CON- 


* AND BUSINESS PROPERTY. Federal 
loans to veterans up to one thousand dollars, free 
of interest for the first year, and at three per cent 
per annum thereafter, are authorized for the pur- 
chase, repair, or improvement of homes, business 
property, farms, and farm equipment. 


EMPLOYMENT OF VETERANS. 
Specialized organization for job counsel- 
* ing and job placement of veterans is 
created by the establishment of a Veterans’ Place- 
ment Service Board within the United States Em- 
ployment Service, with veterans’ employment 
representatives assigned to the staffs of the public 
employment services in the states. 


MENT) ALLOWANCES. Servicemen are 
entitled to a readjustment allowance for 
each week of unemployment up to fifty-two weeks, 
within the twenty-four-month period after termi- 
nation of mustering-out pay, in the amount of a 
weekly allowance of fifteen dollars plus five dollars, 
eight dollars, or ten dollars for one, two, or three 
dependents, respectively, less that part of the 
veteran’s weekly wage which exceeds three dollars. 
Provisions for eligibility, disqualification, and ad- 
justment of duplicating benefits, are carefully de- 
fined. Existing facilities and services of federal 
and state departments on the basis of mutual 
agreements are to be utilized and representatives 
of the Administrator are to be located in each par- 
ticipating state to aid in carrying out the act. The 
Administrator is required to notify the Social Se- 
curity Board of the state departments or agencies 
participating in administration, and the Board is 
to certify to the Treasury the amounts necessary 
for the administrative expense of each such state 
under this title. 
General administrative and penal provisions: 
includes administrative, definitive, and penal pro- 
visions, as well as authorization for appropriation. 
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Functions of Intergovernmental 


Administrative Cooperation in Taxation 


By James W. MartIn* 


Director, Bureau of Business Research, University of Kentucky 


BJECTIVES of federal-state 
¢ cooperation in tax admin- 

istration are various, and 
some joint effortsmay contribute 
to two or more purposes. The 
functional cooperation areas, in 
general, are (a) housekeeping, 
(b) tax compliance, (c) tax col- 
lection, and (d) tax audit. 


HouSEKEEPING FUNCTIONS 


Administrative planning for 
tax legislation has not been 
largely done through joint fed- 
eral-state collaboration. Numer- 
ous proposals looking toward 
such collaboration have been of- 
fered,’ but they have eventuated in little action. 

The development of federal-state cooperation relating 
to staff activities of tax departments has been kept at 
a minimum. One of the most obvious points at which 
joint effort might prove really fruitful and economical 
concerns personnel management. Aside from joint 
training programs for Alcohol Tax Unit investigators 
and such state liquor tax employees as have been author- 
ized to participate, there seems to have been little coop- 


James W. MARTIN 


‘lames W. Martin and others, Conflicting Taxation, 
American Legislators’ Association, 1935, Part 1; Special 
Committee on Intergovernmental Fiscal Relations, Federal, 
State, and Local Government Fiscal Relations, Govern- 
ment Printing Office, 1943, “Major Conclusions and Rec- 
ommendations” and Part I. 


*In preparing this series of articles the author was as- 
sisted at certain points by Harry Davis, now Executive 
Assistant to Kentucky Commissioner of Revenue; H. Clyde 
Reeves, now an officer in the United States Navy; Orba F. 
Traylor, now an officer in the United States Army; and 
Glenn D. Morrow, Research Assistant, University of Ken- 
tucky Bureau of Business Research. 

The series is adapted from a report the author submitted 
September 1, 1942, to the United States Treasury Depart- 
ment Committee to Study Intergovernmental Fiscal Rela- 
tions. In the committee’s own report to the Secretary of the 
Treasury (Federal, State, and Local Fiscal Relations, Sen- 
ate Doc. No. 69, Seventy-eighth Congress, first session), 

some passages resting on materials which are presented 
here have already appeared. The author is grateful to the 
committee for making this study possible and for permis- 
sion (without prejudice respecting the Treasury’s right to 
make any use of the original report) to publish it in the 
present form. Neither the committee nor the Treasury is in 
any way responsible for the contents of these papers. 


eration incident to in-service training or any other phase 
of personnel work. In a few cases, both federal and 
state tax department employees have indeed partici- 
pated to a limited extent in the same training programs ; 
but there has been, so far as is known, no organized 
departmental planning along this line.* There have 
recently been occasional intergovernmental loans of per- 
sonnel but, as far as is known, only for research and 
kindred work.’ Although no formal decision has been 
made, certain Bureau officials express the opinion that 
arrangements could be effected for state tax employee 
participation in courses of instruction‘ offered for the 
training of income tax agents. The same observation 
would doubtless apply to estate taxation and to other 
tax administration areas in which federal and state 
training needs are substantially similar. State tax de- 
partments might do well to investigate the possibilities. 
Whether federal technical employees could be greatly 
aided by participation in instructional courses offered 
by or for some state departments is more dubious. 
Probably, however, many deputy collectors could profit 
materially from intensive training in excise auditing 
such as the University of Kentucky offered for the 
Kentucky Department of Revenue investigational staff 
during the early summer of 1942. Any joint training 
work undertaken might produce a long-range by- 
product of greater uniformity. 

Another staff function calling for federal-state co- 
operation is research. Thus far, seemingly, joint effort 
along this line is’confined largely to cordial personal 
relationships between Treasury research staffs and state 
tax departments. Practically, existing good relationships 
eventuate in some interchange of helpful data by re- 
quest. There is no evidence of joint planning and 
little of exchanging actual research product save as 
output of state or federal agencies may be published. 
Even published material is inadequately interchanged. 


?The Bureau of Internal Revenue has in recent years de- 
veloped a fairly ambitious in-service training program. 
Only a few states have such arrangements formally, but 
nearly all of them report some training work. See the series 
of papers by the present writer being published currently 
in Taxes—The Tax Magazine. Except as indicated, this 
paper is written as of early 1942 before wartime disrup- 
tions of tax administration staffs. 

’The staff of the Committee on Intergovernmental Fiscal 
Relations, for instance, included men lent by state tax de- 
partments. 

‘This expression concerns the class instruction program. 
Whether the correspondence work could be made available 
to state tax administration personnel is not known. 
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One would suppose, for instance, that state data bear- 
ing on income tax compliance experience in those cases 
in which personal exemptions are very low might at 
the moment be of extraordinary service to the Treas- 
ury. There is, however, little evidence of Bureau in- 
terest. The better state tax department monthly and 
quarterly reports, moreover, are not available to the 
Tax Research Division staff. Probably published Treas- 
ury materials are available to no more than half of the 
state tax research agencies. More serious still, much of 
the Treasury research involving state taxation is not 
published even for the benefit of state officers unless 
perchance it may be buried in Congressional committee 
hearings or in some other out-of-the-way place. Thus, 
the same taxpayers’ money may be used concurrently 
to conduct in duplicate much the same investigation.® 

One other area in which federal-state joint action 
might prove fruitful is that of administrative procedure 
studies. Some states® have maintained part-time or 
occasional administrative procedure survey staffs. 
Others’ have had regular staff men on a permanent 
basis for such work. So far as is known none of the 
personnel available to states has been contemporane- 
ously used by the Bureau of Internal Revenue for such 
work; and yet, it seems highly probable that state tax 
department procedural planning experience would be 
helpful to Bureau plans just as Bureau experience 
might serve the states.’ The Bureau of the Budget now 
has procedural planning personnel with perhaps some 
previous state tax department experience, which the 
Bureau of Internal Revenue could perhaps utilize for 
more general problems; but that would scarcely exem- 
plify federal-state joint facilities. 


COMPLIANCE COOPERATION 


In tax compliance activity federal-state cooperation 
is peculiarly appropriate. In those cases in which the 
two levels of government have similar taxes, inter- 
change of taxpayer lists would seem to be an obvious 
course. And yet, as suggested in Table 1 comparing 
federal and state income tax compliance from one 
angle, this matter of fact procedure appears not to have 
been adopted. Too much reliance cannot be placed on 
the table without looking further, however, as filing 
requirements of the states and the federal government 
are not identical even in the states selected for com- 
parison.’ Moreover, at the time as of which the table 


‘Of course, this anomaly is comparatively rare, as rela- 
tively few of the same types of investigations occur in states 
and in the Treasury. Indeed, most states are concerned with 
their own individual problems only. It does sometimes 
occur, however; and even in cases of only partial over- 
lapping closer interrelationships would save money. 

°E.g., Colorado, Kansas, Kentucky, Michigan, and Ten- 
nessee. 

7E.g., New York and Pennsylvania. 

*It is believed, for instance, that a Bureau study of collec- 
tion machinery by a specialist who has recently planned 
state collection procedure installations might, by reason of 
such current experience, be peculiarly useful to the Treas- 
ury. 

*The statutory filing requirements might be identical, 
but practice widely different because of differing adminis- 
trative policies. 
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Table 1. Comparison of the Number of Federal and State 
Individual Income Tax Returns Filed in States with 
Identical Personal Exemptions+ 
I il 
State Federal ry 
California 493,728 538,186 91,9 
District of Columbia 100,816* 114,445 88 | 
Georgia 52,000 59,295 877 
Kentucky 40,000¢ 54,431 73.5 
Louisiana 62,000 60,168 103.9 
Mississippi 13,000=- > 20,642 63.0 
New York 998,050 1,082,965 929 


* Source: Adapted from Heller, State Income Tax Administration, Wisconsin Pp 
thesis, pp. 202-03. 

« Figure shown is number of 1939 returns filed in 1940. The 1939 figures are give, 
for the District of Columbia and Mississippi because the exemptions listed for then 
were not in force during the filing of 1938 returns. 

b Indicates estimate made by state income tax officials. 

e Figure shown is number of 1937 returns filed in 1938. 


was prepared the number in most states that shoul 
have paid tax to the federal government was ordinarily 
greater than the number subject to state taxes.” Aj. 
though there is plenty of evidence that the presen 
status of collector-state cooperation on compliance 
leaves much to be desired, there is also good reason ty 
believe the situation is improving. Many states used the 
photostats of green duplicates to secure better com- 
pliance. Some are now copying the federal lists of tax- 
payers for state compliance use. Other states make d- 
rect check of their own against collectors’ lists in order 
to find delinquents. Some use collectors’ lists of de 
linquent returns. But, seemingly, collectors make little 
use of state cooperation and individual income tax 
mailing lists and even less use of lists affording only 
partial coverage. In many cases they do not even a 
with the state records offices to identify corporation 
which should be filing federal returns. 

The Treasury might well make use of certain accumu 
lated state experience. For example, the effective in- 
come tax compliance activity in respect of low income 
groups has been possible in some states because the 
state successfully utilizes local industrial and govern- 
mental sources of information." A few illustrations 
may be mentioned to indicate the diverse sources of 
state information which federal collectors could utilize, 
To check salaries and fees of state and local officials 
which are not reported through regular information-at- 
source channels, state treasurers or comptrollers often 
have accessible lists and records where such information 
is available, as it rarely is in published reports. State 
directories of professional people, such as attorneys, 
physicians, dentists, pharmacists, engineers, and _ace- 
countants ; state lists of licensees of various sorts, such 
as barbers, beauty parlor operators, and often meat cut- 
ters and other tradesmen, huntsmen, fishermen; and 
other records could be employed by collectors much 
more generously than has ever been done in the past. 
In much the same fashion, utility regulatory agencies 
can provide data regarding the identity of numerous 
corporations and of their officers, which is a useful 
information medium for the tax administrator. A few 
states, for instance, California and Idaho, have made 
special checks on such information sources. Where this 
has been done, such information should be available 
to federal officials and would in all probability furnish 
an inexpensive and invaluable lead in securing federal 


“Heller, State Income Tax Administration, Wisconsin 
Ph.D. thesis, pp. 288 ff. 
"Treasury Department, “Intergovernmental Fiscal Re 
lations during the Defense Period,” 1942, p. 60. 
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income tax compliance. As a means of securing income 

tax compliance of professional and small business men, 
Oregon checked personal property tax rolls for possible 
recalcitrants and followed up with field checks by con- 
fidential personal interviews with local assessors and 
by personally interviewing the suspected evader. The 
harvest was inexpensive and abundant, and improved 
conditions invited future activity. Local records of 
deeds and property transfers constitute possible sources 
of information respecting gains and losses on real prop- 
erty transactions and to some extent property income. 
Arizona, Idaho, Kentucky, Louisiana, Massachusetts, 
and possibly other states compile information drawn 
from this source. The practice in Colorado, Iowa, South 
Dakota, and Utah of correlating sales tax audits with 
income tax returns suggests another compliance possi- 
bility in sales tax states." Mr. W. W. Dansie, former 
Chief Auditor of the Utah Tax Commission, relates 
that a cross-check often reveals discrepancies between 
salaries reported on income tax returns and those re- 
ported to the state insurance tax fund for determining 
premiums to be paid for workmen’s compensation in- 
surance. With the current imposition of federal taxes 
on smaller incomes, there should be some cooperative 
arrangement whereby accumulated state experience of 
administering the income tax on the lower bracket in- 
comes could be made available to the Bureau of Inter- 
nal Revenue."* 

With federal adoption of certain retailer excises,” 
there has been considerable added Bureau exploitation 
of state cooperation. Especially has it been possible for 
the collectors to secure from certain states reasonably 
accurate initial lists of taxpayers. In some cases, of 
course, the lists are incomplete. For example, for cos- 
metics and jewelry tax compliance a list of drug stores 
in a state which licenses them is decidedly helpful, but 
it does not supply the collector’s need for a list of 
variety stores, department stores, and other merchants 
which sell the taxed commodities. The state having a 
retail sales tax, on the other hand, may have its tax- 
payers so classified that cosmetics and jewelry merchants 
cannot be segregated from certain other classes. In such 
a case the decidedly helpful list may be much too long. 

In the case of the unemployment compensation pay- 
roll tax, the federal-state relationships have been dis- 
tinctly close, and the cooperative plan has been success- 
ful."° That the statutory restrictions are such as to deny 
other state departments the use of federal data" is to 
be regretted—even though the facilities might be used 
only occasionally.” 

There is probably little noncompliance with the fed- 
eral estate tax, but even in this case the interchange of 
filing information would doubtless be of some benefit to 


"Heller, op. cit., pp. 157-58, 164, 219. 

'Utah’s Method of Tax Auditing,” Report of Proceed- 
ings of 1938 Conference, National Association of Tax Ad- 
ministrators, 1939, p. 37. 

“Note the kindred suggestion in the previous section. 

Revenue Act of 1041, Sec. 552. 

Letter of April 16, 1942, from Oscar M. Powell, Execu- 
tive Director of the Social Security Board. 

Sec. 1604-c. 

Powell, loc. cit, 
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both federal and state administrations. One of the most 
difficult compliance problems for the well-managed state 
death tax administration would not be solved—even as 
to large estates—by interchange of filing data with the 
local collector, because the case that is most difficult is 
that of an estate administered in another state but in- 
volving real or other property having a definite situs 
in the state concerned. This would be met by federal- 
state cooperation only if all collectors or, better still, 
the Estate Tax Division sent a notation to each state 
in which the federal return indicated real property to 
be located. In many states this procedure would be 
distinctly worth while. In some, however, the form 
notice would merely go into the files—or the waste- 
paper basket. 

In the area of tax compliance joint federal and state 
activity is limited to individual instances in the case of 
most other important taxes. It is possible to make occa- 
sional valuable use of such data as the other govern- 
ment can provide, particularly in the instance of fraudu- 
lent noncompliance cases. Thus it is definitely important 
that interjurisdictional access to all tax records properly 
interchangeable be provided on either a formal or an 
informal basis. 

As a matter of cooperation in compliance work, 
joint taxpayer returns in the case of overlapping taxes 
constitute one possible cooperative tool. With a degree 
of skepticism the Bureau some years ago worked at 
length with New York state officers in devising a joint 
federal-New York income tax return and a plan for its 
use. The effort was abandoned by agreement of both 
parties after joint return forms had been prepared and 
a considerable amount of other work done. The Bureau 
officials seemed to think there were insurmountable 
objections largely because each state has a different 
statute and the same joint return form could not be 
used in all income tax states. 

Even though a feasible form for income or other tax- 
payer declarations were perfected, a plan for its use 
would not be assured. The joint return form in itself 
is of negligible importance unless as a symbol or as an 
instrument of importance in a plan for administration 
of the tax or taxes. Such a plan might be predicated 
on either federal administration outright or on a supple- 
mental rate scheme with Bureau management, or it 
might be used as an incident to voluntary administrative 
cooperation. For the last, a cooperative plan might go no 
further than merely attempting to serve taxpayers’ con- 
venience by prescribing one form for both uses, in which 
event it doubtless would be administratively inferior to 
present duplicating returns. On the other hand, it might 
be coupled with a joint collection agency, in which case 
public cost of administration might be reduced and a 
nominal saving might be effected for taxpayers who 
would file duplicate copies in one place. Obviously, 
duplicate returns, as such, have minor significance, 
though comprehensive administrative plans involving 
their use could be very meaningful. 

Experience in the Bureau, in Australia, and in Canada 
seems to justify the following observations respecting 
the use of joint returns: (1) Joint return forms by fed- 
eral and state governments, whether involving income 
or other technical taxes, must in the absence of funda- 
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mental constitutional or other policy changes be planned 
state by state, rather than uniformly for the whole 
country. (2) Employment of joint returns might dic- 
tate some rearrangement in collector office administra- 
tion and perhaps in the layout of collector districts. 
(3) In considering costs, public and private, the planner 
must keep in mind added form-printing and distribu- 
tion expenses and outlay for administrative readjust- 
ments as offsets to estimated savings or increases in 
efficiency. (4) No plan has yet been offered for the use 
of joint returns short of centralized administration with, 
if desired, state responsibility for supplemental levies, a 
plan which gives reasonable promise of significantly in- 
creased operating economies, but which appears to be 
politically unacceptable. (5) With a plan for centralized 
administration under contractual arrangements such as 
have been operative in Canada and Australia or for a 
supplemental levy plan such as that exemplified in the 
Canadian Dominion-Quebec Agreement, the problem of 
devising and handling joint income tax returns offers 
no particular technical difficulty. Undoubtedly, a similar 
possibility exists in respect of other tax measures in 
connection with which a centralization plan might be 
used, though one lacks adequate experience to support 
the conclusion. 


COLLECTION 


State and federal cooperation in tax collections is 
practically nonexistent in the sense that agents of either 
governmental level actually handle funds which belong 
to the other. The federal government considered work- 
ing jointly with the states in collecting the auto sticker 
tax but gave up the idea as being impossible.” Aside 
from diversity of state practices the reasons included 
the following: (a) Since there is no compulsion on 
states to cooperate, voluntary aid from each state and 
territory would be essential; (b) the commingling of 
funds could not be permitted ; (c) the Treasury has its 
own depositories, differing often from those that han- 
dle state funds ; (d) the percentages suggested” as com- 
pensation for state services would have made the cost 
of collection more than that required for the federal 
government to administer the tax without state as- 
sistance; (e) there are twelve kinds of stickers to take 
account of automobiles acquired at various times 
throughout the year, and each distributing agency would 
have to have a supply of each—all appropriately con- 
trolled; (f) the Bureau would have to require state 
officials and employees to be bonded to the United 
States ; (g) the federal practice of requiring cash or a 
certified check would impose a hardship on some state 
workers; (h) the use tax sticker follows vehicle, and 
many state licenses follow owner; (i) contracts would 
probably have to vary, and hence the Bureau could not 


Statement” of Mr. Norman Cann and others, Hearings 
before the Subcommittee of the Committee on Appropria- 
tions, Seventy-seventh Congress, first session on Third Sup- 
plemental National Defense Appropriation Bill for 1942, 
Part I, pp. 371 ff., especially at 381-95. Some of the reasons 
for abandoning the idea have also been given by Mr. A. H. 
Cross in an interview, June, 1942. 

*The suggestions were predicated by the Bureau and 
not offered by state agencies. 


function under a routine arrangement; and (j) states 
would doubtless provide varying services, thereby mak. 
ing it appear that the Treasury was discriminating be. 
tween taxpayers in different states. 

Although no cooperation exists between the federal 
government and the states in connection with the actual 
collection function, some cooperation is evident by way 
of facilitating collections. In connection with the auto 
sticker tax, for instance, some states have been coopera. 
tive in policing the tax; some require that the tax be 
paid before a state license is issued. In Michigan and 
in Massachusetts arrests have been made when cars 
were caught without stickers ; and a bill was introduced 
in the Virginia legislature to make it a misdemeanor to 
operate a car on the highways of the state without a 
federal sticker. Another instance of state cooperation 
in facilitating federal collections is in connection with 
the federal excise on liquors. It is significant that no 
frictional elements of importance have developed from 
intergovernmental cooperation incident to alcoholic 
beverage tax, and that both governmental levels are 
satisfied as to the way the cooperation works.” This 
would at least suggest the possibility of extending the 
procedure into other phases of tax administration, per- 
haps including collections. 

So far as the collection function as such is concerned, 
the possibiliti¢és appear to lie in three areas: (1) The 
joint use of motor vehicles in field collection, as in com- 
pliance work to the extent that automobiles are used at 
all, seems to be a minimum level of interjurisdictional 
cooperation during the war. (2) There is a possibility 
that some plan can be worked out for federal and state 
utilization of the same collection field staff. This, if 
possible, should certainly be done during the current 
manpower shortage. (3) Joint mail collection facilities 
may be worked out. Even though it may not be feasible 
to handle actual payments on a joint basis—and this 
need not be conceded—it may prove desirable to unify 
the mailing of bills and effect some saving in labor and 
considerable saving in postal handling costs. 

Aside from the difficulties already suggested in the 
motor tax illustration, one fundamental impediment to 
the last two types of joint effort is the legal obligation 
of each officer to do his best for his own jurisdiction. 
One reason suggested by Bureau officials for limiting 
cooperation with states is that the officers of the United 
States government must avoid giving states any infor- 
mation on the basis of which the latter might collect a 
tax obligation before Bureau officials are prepared to 
proceed. Although some persons might criticize sucha 
viewpoint as exaggerated, no one can doubt that there 
is a peculiar legal and moral obligation to the officers’ 
own governmental unit. A second and perhaps more 
fundamental practical reason for non-extension of co- 
operation in the collection field is the outlook of the pub- 
lic officials and administrators concerned. Habits of 
non-cooperation and suspicion are deep-seated. 

Notwithstanding forces that interfere with joint ac- 


tivity, a recognition that the country is engaged in “total 


21See the last section in the preceding installment for a 
fuller discussion of the alcohol tax cooperative practice. 

This is readily possible in respect of compliance, but 
difficulties arise in the matter of collections as such. 
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Table 2. Summary of State Income Tax Use of Federal Transcript Service* 


Items on 
State Abstract Form* 
Alabama? Mainly audit changes. 
‘Arkansas Several gross items—div., int., c. g. and 1., and audit changes. 
ornia Prior to 1940: net income as reported and as adjusted. After 1940: 
Calif only names and addresses of taxpayers and year or years ad- 
justed 
Colorado 
—— Federal block adjustments and space for explanation; also federal 
exemption; joint return (7). 
| a Reported and adjusted income; exemp.; div., int., joint return (7); 
explanation of adjustments. 
lowa Total federal inc. deductions, tax; reconciliation of Iowa and fed- 
eral net income; analysis of surplus; audit changes. 
—. Reported and adjusted i income; exemption, tax, ores int., and ad- 
justments (with explanation). Joint return ”) 
Kentucky Reported and adjusted income. Explanation of adjustments. 
Louisiana Same as Delaware. 
Maryland 
ssac tt Corporation: original and corrected fed. net inc. and tax adjust- 
Individual: all inc. items. columns to compare 
state and federal items. 
Minmesota® 
i Duplicates of individual (Form 1040) and corporation returns (face 
Mississipp only). P Prepared by BIR for Mississippi. Also audit changes. 
Missouri Essentially same as Georgia. 
Montana Total income and deductions; reported and adjusted net inc.; ex- 


New Hampshire 
New Mexico 
New York 

North Carolina 
North Dakota* 
Ohio 


planation of adjustments. 


Block adjustments on intangible income items only (additions of 
$200 or more) 
ar inal and corrected amts. for all inc. and deductions and ex- 


Use to Which Federal 
Service Is Put 


Supplements state field program. 

Largely used in lieu of state field audit; assessments and form letter 
based directly on federal information. 

Used as complement to own field program; base request for copy 0 ? 
federal audit from taxpayer on list of federal returns adjusted 


Supplements state field program. 


Over half of corp. adjustments based directly on federal information; 
made by correspondence. Ind. return, occasional use. 

Pitch entire individual audit program to federal action. i 
federal return on all returns showing federal return fil Less 
use for corporations. 

Used as emergency source of information, to make audit program 
more current. Reg. used to supplement audit. 

Not used directly as basis for assessment, but as leads for cor- 
respondence and field audits. 

Used in selection of individual cases for field audit and for corre- 
spondence inquiries. Used more directly for corporations. 


Seek taxpayer permission to base a apitienel assessment directly on 
federal findings. Usually granted 

With other federal data, used as base for 70% of additional assess- 
ments. 

Used as mainstay of state field auditing program. 


Used as integral part of auditing program. 


Used as supplement to state field audit program, which does not 
depend on federal data. 

Used extensively as basis for additional assessment, but ask tax- 
payer for federal findings. 
Used. as mainstay of auditing program. 


ma 
Gabe anations of changes. Also joint return (?). 
Oregon Sam as Kentucky. 
Pennsylvania Reported and corrected net inc. and adjustments in detail. 
South Carolina 
Tennessee Intangible income items. 


Utah ; Same as New Mexico. 


Virginia Total income, deductions, and net income. 
Vermont 

West Virginia Same as Kentucky 


*Source: Heller, op. cit., pp. 273-75. 
* Block adjustments” is the term used to refer to the audit report summaries of 
tegeral revenue agents and examiners. 
Arranged for federal transer!pt service after January 1, 1940. 


Used as vita state auditing program. 
as vital part of auditing program, —— for corporations. 
sed as important part of corporation auditing program. 

Used as substitute for state field audit pean. 

Used mainly for leads to productive field audits. 


¢ In the summer of 1940, the states expressed their intention to take advantage of 
the federal abstract service as soon as srrangements could be made with the Records 
Division of the Bureau's Income Tax Unit. 

4 Virginia hoped to add the individual service some time during 1940. 


war” should lead to every possible economy in man- 
power and machines. 


AUDITS AND OTHER INVESTIGATIONS 


Greater cooperation is possible with respect to audits 
than with respect to perhaps any other tax administra- 
tion function, and increased use of joint facilities is 
possible at both governmental levels. One method in 
cases involving similar taxes is direct routine interchange 
of carbon or photostatic copies of auditors’ reports. 
Another possibility, now little exploited, is joint in- 
vestigations and audits. At present there is very little 
more than occasional reference to state files by federal 
field men,” and only twenty-three states use the federal 
audit transcript service. 

As to state income tax audits, ‘Wisconsin leads the 
field, especially in corporation auditing. California, New 
York, Oklahoma, Oregon, and Utah follow at a respect- 
ful distance, and the others trail out in a long line at the 
end of which may be found such states as Arkansas, 
Idaho, and North Dakota.’ Illustrating the situation 


in reverse order and emphasizing use of federal tran- 


As indicated in the preceding installment, this observa- 
tion does not apply to Alcohol Tax Unit and state coopera- 
tion. 


“Heller, op. cit., p. 362. 
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scripts, certain states picture the facts. Arkansas and 
West Virginia virtually substitute a federal audit for 
their own audit, and Kansas and Missouri rely so heav- 
ily on federal audit results that their own programs are 
practically built around the federal investigation reports. 
In Mississippi the taxpayer is given the option of having 
the state assessment based either on the federal findings 
or on the independent state audit.” Louisiana, Oregon, 
Utah, and some other states use the federal abstracts as 
supplements to their auditing activities, whereas Cali- 
fornia and Wisconsin use the federal abstracts chiefly 
merely as leads for their own auditing. The accom- 
panying table shows Heller’s findings as to individual 
state use of federal income audit transcripts. 
Heretofore, the necessary time lag between the orig- 
inal filing and the federal income tax audit was an im- 
portant barrier to the meshing of federal and state audit 
programs. The states could not very well hold up their 
own work in order to capitalize on federal investigations 
until late in the period during which readjustments in 
tax liability were legally possible. But since the Income 
Tax Unit of the Bureau of Internal Revenue has suc- 
cessfully speeded up its auditing process by setting the 
dead line for completion at the end of the fiscal year 
following the calendar year in which the calendar-year 


/bid., p. 278. 
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returns are filed, state use of the transcript and copying 
services is facilitated. The decentralization of the tech- 
nical staff has helped.” In fact, for income tax work 
the time-lag factor has become practically an insignifi- 
cant barrier. Probably in many cases federal additional 
assessment data would be more helpful to state admin- 
istrators, however, if forwarded before the tax deter- 
mination has reached an advanced collection stage. 

Some states hesitate to use federal audits because of 
the character of the audit made. It has been reported 
that federal audits are difficult to use on account of the 
more severe taxpayer treatment accorded by the federal 
than by the state governments.” One state tax depart- 
ment head, who is outstanding among state commission- 
ers for his administrative vigor and for his reputation 
as a fair-minded official, states that he has been em- 
barrassed because of unjustifiable settlements with fed- 
eral auditors. On the points involved the federal and 
state statutes are alike, and apparently the state officials 
believed assessments completely improper. However, 
due to coercive techniques allegedly employed by Bureau 
representatives, the taxpayer had paid the small assess- 
ment insisted on by the federal agent rather than con- 
test the claim; thus, technically, he had practically ad- 
mitted liability for state taxes. Other state officials 
indicate a similar viewpoint. 

Another method of serving some of the same pur- 
poses as the audit transcript service is found in state 
use of taxpayer-provided data respecting federal in- 
come tax returns. Many states require that taxpayers 
submit a copy of the federal return. Several require 
that they indicate whether federal returns were filed 
and, if so, where. Five or six demand information re- 
specting readjustments made by federal authorities dur- 
ing the preceding one, two, or three years. And some 
states insist that each taxpayer show a reconciliation 
with his federal return.” 

Originally, one of the most fundamental policy rea- 
sons for the amendment to the federal income tax law 
to liberalize state inspection opportunities was to pro- 
vide check-up facilities incident to property assessment 
administration. Since sources of property income are 
stated on the report filed with the Bureau, it was as- 
sumed that assessing officers could certainly use them 
as a means of finding property and that they would 
afford considerable evidence as to the value of certain 
holdings. 

Local officials, however, have not been able to make 
extensive use of federal tax returns. One reason for 
their failure to do so is the cumbersome procedure they 
are compelled to use in obtaining the information. As 
they are not permitted to make the inspection, arrange- 
ments have to be made with state officials to make the 


*% Annual Report of the Commissioner of Internal Rev- 
enue, 1941, pp. 7, 18, 36, 42. 

bid., p. 247. 

In Kentucky, such a reconciliation provided on the 
utility property tax return has proved a definite aid to au- 
dits, although in general the Department of Revenue ap- 
proves for its property tax purposes the methods of ac- 
counting prescribed by the Interstate Commerce Commis- 
sion, the Federal Communications Commission, the state 
utility commissions, etc. 


examination and in turn supply them with the informa. 
tion. The awkwardness of such a process may be illus. 
trated by the manner in which Louisville, Kentucky, 
obtained information from income tax returns. The 
city, to aid in administering a business license tax meas. 
ured by gross receipts, wished access to the federal tax 
returns made by Louisville businesses. As it was im. 
possible under Bureau regulations for city officials to 
make the desired examinations, some arrangement had 
to be worked out with the Kentucky Department of 
Revenue for it to make the inspection and furnish city 
officials with the information. The arrangements actual- 
ly devised provided for city clerical workers to relieve 
Department of Revenue employees in order that the 
latter could examine the federal returns in Louisville, 
The desired information was obtained at the expense of 
(a) maintaining a city clerical staff in the state capital 
at Frankfort and the state’s employees in Louisville and 
(b) sacrificing experienced state personnel to use city 
clerical workers who at the outset were totally unfa- 
miliar with the routine of the state Department of 
Revenue. 

Another reason why local officials have not made ex- 
tensive use of information in federal income tax returns 
is that generally it cannot be obtained in time to be of 
much benefit. The information would be very useful to 
local officials in assessing intangibles,” but often access 
to the returns is not granted until after the assessors’ 
rolls have been completed.” 

One death tax audit or appraisal for both federal and 
state purposes has definite possibilities of assuring econ- 
omy and certainty of administration. In many cases 
where the assets are in the form of securities of cor- 
porations the main place of business of which is not in 
the state of the decedent’s domicile, the report of the 
federal appraisement could be accepted as conclusive.” 
Such, however, is far from current practice. Joint audits 
and appraisals in lieu of state use of federal administra- 
tive findings would be feasible and economical in cer- 
tain kinds of cases. Indeed, under present conditions 
some of the possibilities of such joint effort are actually, 
if informally, attained in the case of real estate and 
unlisted security valuations. In some states field studies 
are sometimes made jointly, and corporate records are 
studied in the state death tax offices in federal-state col- 
laboration.” 

In a few states which have only twenty or thirty days 

(Continued on page 340) 


2®Albert W. Noonan, “The Costigan Amendment,” Bulle- 
tin No. 18, National Association of Assessing Officers, 1938, 
p. 18. 

®Dixwell L. Pierce, “The Use by State Authorities of 
Federal Income Tax Returns,” Tares—The Tax Magazine, 
November, 1939, p. 639. The situation is definitely less 
satisfactory on this score, except for 1040-A returns, than 
when green duplicates were used. 

Franklin S. Edmonds, “Extension of Rebate of Fed 
eral Taxes to the States,” 7ares—The Tax Magazine, 
March, 1933, p. 92. 

Such a plan is particularly desirable in such a case, as 
in difficult valuations appraisers generally desire to work iff 
pairs. Cf. Pierce, op. cit., p. 666, as to a sample of othet 
tax administration experience. 
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Nine States and a River 
Colorado Joins Sister States in Missourt River Valley Development Plan 


GOVERN MENT, November, 1943) has now become 

the story of nine states and a river, due to Colo- 
rado’s participation in the Missouri Valley States Com- 
mittee meeting at Omaha on March 13 and 14, at which 
time Governor John C. Vivian and Attorney General 
Gail L. Ireland, with the approval of the Colorado 
Water Conservation Board, pledged their state to mem- 
bership. 

The Omaha meeting of the committee was called by 
its Chairman, Governor Sharpe of South Dakota, for 
the purpose of reconciling conflicting interests and over- 
coming difficulties calculated to delay the initiation of 
the inspiring Pick-Sloan plan for the basin-wide de- 
velopment of the Missouri River valley. In attendance, 
in addition, were Governors Bourke B. Hickenlooper 
of Iowa, Andrew F. Schoeppel of Kansas, Forrest C. 
Donnell of Missouri, Sam C. Ford of Montana, Dwight 
Griswold of Nebraska, John Moses of North Dakota, 
Lester C. Hunt of Wyoming, and the Secretary-Treas- 
urer of the committee, George S. Knapp, State Engineer 
of Kansas, as well as others. 

An important result of the meeting was the appoint- 
ment of an engineering committee composed of a repre- 
sentative from each of the member states to work with 
engineers of the Bureau of Reclamation, the U. S. 
Army, and the U. S. Department of Agriculture in the 
development of plans and as an advisory body to the 
committee. 

The Missouri River valley plan, as outlined, provides 
for a system of multiple dams, electric power, naviga- 


Te story of “Eight States and a River” (STATE 
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tion, flood control, irrigation, 
conservation, and reclamation 
on a scale which would dwarf 
the Colorado River and the 
Columbia River projects. Un- 
der this plan, the Missouri 
River system would be de- 
veloped as a whole rather 
than in piecemeal fashion as 
in the past, the interests of 
all of the states being coordi- 
nated. The ravages of the 
mighty river would for the 
first time in a century or 
more of sporadic, localized 
futile effort at control be 
ended and its potential bene- Gov. DwicutGriswotp, 
fits utilized—in part, at least. Host to the Missouri 
To be reconciled are nu- River States Committee 

merous doubts and misunder- 

standings among the states and interested agencies: the 
fear of the upper states that navigation in the lower 
states will endanger their water supply, the fear of loss 
of state and private rights, doubt as to the ability of the 
states to develop and control the system. Apparent, at 
the same time, is the threatened loss of a vast industrial 
development in an area where the raw materials abound, 
and a corresponding loss in population, because of lack 
of the facilities which adequate development would have 
attracted. The loss of wartime industry has already re- 

(Continued on page 337) 


Left to right: Governors 
Sam C. Ford of Montana; 
Forrest C. Donnell of Mis- 
souri; Lester C. Hunt of 
Wyoming; John Moses of 
North Dakota; Andrew 
Schoeppel of Kansas; M. Q. 
Sharpe of South Dakota, 
Chairman; Bourke B. Hick- 
enlooper of Iowa; and John 
C. Vivian of Colorado. 


Omaha World-Herald Photo 


— 
wa 
| 
4 
uy 
‘ 
at 
up's 
4 
j 
| 
4 
- 
| 
| 
share 
: — 
; 
x 
; 
| 
| 
IRN, 


An Introductory Guide to Reading on 


Postwar Problems 


By SAMUEL C. May 


Director, Bureau of Public Administration, University of California 


planning for the postwar period in the United 

States must appear bewildering to the prospective 
reader who desires to obtain a general understanding of 
the field. 

In November, 1940, the National Resources Planning 
Board was designated as the federal agency for the co- 
ordination of postwar plans in the United States. Be- 
tween this time and its liquidation by Congress in late 
1943, it published a great number of reports which set 
the pattern for postwar thinking as it has been ex- 
pressed, with certain modifications, by practically all 
other private and public agencies which are now de- 
voting so much energy to the problem. To read all of 
the important studies which have been made by the 
National Resources Planning Board would take con- 
siderable time, but a general summary on postwar plan- 
ning activities can be found in the Board’s National Re- 
sources Development Report for 1943: I, “Post-War 
Plan and Program”; II, “Wartime Planning for War 
and Post War”; III, “Security, Work and Relief Poli- 
cies’’ (issued as 78:1, House Document No. 128, Parts 
1-3, March 10, 1943; Part III also issued separately 
by the Board, 1942). 

For the reader who prefers a briefer presentation of 
the programs suggested by the National Resources 
Planning Board, a number of pamphlets are available: 
After Defense—W hat? 19 pp., August, 1941 ; After the 
War—Full Employment, 19 pp., January, 1942; Better 
Cities, 22 pp., April, 1942; The Role of the House- 
building Industry, 29 pp., July, 1942; Post-War Plan- 
ning, 32 pp., September, 1942; The Future of Trans- 
portation, 43 pp., September, 1942 ; Demobilization and 
Readjustment, 106 pp., June, 1943. 

In November, 1942, the Board published a chart en- 
titled Post-War Agenda, which presents in outline form 
the problems which will have to be faced in the imme- 
diate postwar period and gives a clearer picture of the 
entire field than any other single publication available. 
Reports and pamphlets of the Board may be secured 
from the Superintendent of Documents, Washington, 
D. C. 

“From War to Work” is the subject of the eighth in 
the “Calling America” series of special numbers of 
Survey Graphic (Vol. 32, No. 5, May, 1943). Under 
the special editorship of Stuart Chase, the subject is 
developed in four parts: “Human Forces Along the 
American Front” ; “American ‘Know-how’ and Employ- 
ment Planning”; and “From War to Work Every- 
where.” The contributors to this number of Survey 
Graphic are representative of the thought of various 
important groups which are active in postwar planning. 


Te TREMENDOUS VOLUME of material dealing with 


Another publication which has received widespread 
attention is a supplement to Fortune, December, 1942, 
entitled “The Domestic Economy.” Although it makes 
no attempt to discuss the details of specific postwar 
problems, it is an extremely interesting presentation of 
a program which does not differ fundamentally from 
that previously suggested by the National Resources 
Planning Board. 

The Institute on Postwar Reconstruction, New York 
University, published a Survey of Literature on Post- 
war Reconstruction (Publication No. 1, 100 pp., New 
York, May, 1943), which contains a running comment 
on one hundred and five publications on postwar plan- 
ning in both the international and domestic aspects. 

A study and discussion manual—IlVartime Facts and 
Postwar Problems (136 pp., New York, May, 1943)— 
is one of the several efforts the Twentieth Century 
Fund has made to “assist the people of the United 
States to come to grips with problems of the postwar 
period.” The Fund has also published a series of books 


by Stuart Chase, entitled “When the War Ends” ; the | 


titles of the books published are: The Road We Are 
Traveling, 1914-42 (1942), Goals for America (1943), 
and Where is the Money Coming From? (1943). Ina 
series of directories of government and private agencies 
active in the field of postwar planning, the first was a 
Survey of Institutional Research on American Post- 
War Problems, and the second was Postwar Planning 
in the United States: An Organization Directory. 

The National Planning Association has issued a series 
of “planning pamphlets.’”’ Although nearly all of the 
twenty-nine pamphlets published to date deal with par- 
ticular phases of postwar planning, Guides for Post- 
War Planning (November, 1941), When Demobiliza- 
tion Day Comes (July, 1942), and Public Thinking on 
Post-War Problems (October, 1943), are more general 
in character. 

If the reader is interested primarily in state govern- 
mental programs, publications of the Council of State 
Governments are the best source of information, par- 
ticularly the proceedings of their several regional con- 
ferences on postwar problems in the states which in 
turn gave rise to the Interstate Committee on Postwar 
Reconstruction and Development. 

Postwar planning at the local level of government is 
considered in the Public Administration Service study, 
Action for Cities: A Guide for Community Planning, 
published under the sponsorship of the American Mu- 
nicipal Association, the American Society of Planning 
Officials, and the International City Managers’ Associa- 
tion (Publication No. 86, 77 pp., Chicago, 1943). The 
National Resources Planning Board’s report Better 


334*STATE GOVERNMENT 


tion 
No. 
Uz 

inclt 
TI 
refe: 
publ 
ciety 
Ass¢ 
| Mur 
T 

ning 

grou 

men 

enti 

whic 

| state 

in p 

and 

proc 

inen 

| Adv 

clos 

of 

opir 
ant 

A 

port 

3 sult 
the 

bart 

its ¢ 

esta 

Con 

| mer 
| and 

and 
pre 

and 

| stat 
bar: 

mot 

vest 

trar 
5 day 
cau 
and 
the 
Go 

for 
| 


“spread 
1942 
makes 
OStwar 
tion of 
y from 
sources 


v York 
1 Post- 
New 
mment 
r plan- 
cts. 

‘ts and 
943) 
entury 
United 
ostwar 
books 


the | 


Are 
1943), 
. Ina 
rencies 
was a 
Post- 
anning 
series 
of the 
h par- 
Post- 
biliza- 
ing on 
reneral 


overn- 
State 
|, par- 
1 con- 
ich in 
»stwar 


is 
study, 
nning, 
1 Mu- 
inning 
;socia- 
. The 
Better 


Cities has already been mentioned. In Community Ac- 
tion for Postwar Jobs and Profits (Industrial Series 
No. 6, 71 pp. [process], Washington, D. C., 1943), the 
U. S. Bureau of Foreign and Domestic Commerce has 
included suggested forms to be used for securing basic 
community data on which to plan. 

This reading might be followed by the numerous 
references to postwar planning in the proceedings and 
publications of such organizations as the American So- 
ciety of Planning ‘Officials, the American Municipal 
Association, and the Conference of Mayors and Other 
Municipal Officials of the State of New York. 

There are many organizations active in postwar plan- 
ning which are representative of particular interest 
groups, such as the Committee for Economic Develop- 
ment, “ari independent, non-profit corporation, financed 
entirely by contributions from individual businesses,” 
which has developed a nationwide organization with 
state and local units that “assist commerce and industry 
in preparing to make their full contribution to stability 
and prosperity through high levels of employment and 
productivity, when peace comes.” Because of the prom- 
inence of the membership of its Board of Trustees, its 
Advisory Board, and its Research Committee, and its 
close but unofficial connection with the U.S. Department 
of Commerce, it is supposed to represent the considered 
opinions of American business leaders. In addition to 
a number of pamphlets, it issues the C.E.D. News. 

As early as December, 1941, the Chamber of Com- 


merce of the United States made a report on Post-De- 
fense Readjustments. Since that time the Chamber has 
been active in the field, setting up a committee on post- 
war planning, known as the Conference Committee on 
Urban Problems, and publishing a series of “post-war 
readjustments” bulletins (titles in series: Why Plan for 
the Post-War Period?, Is Post-War Collapse Inevita- 


ble?, Some Unfavorable Factors, Maladjustments in 
Post-War, Absorbing the Total Labor Supply). 

An article in Harper’s Magazine, February, 1944, is 
entitled “What Business Thinks About Postwar Amer- 
ica,” and written by C. Hartley Grattan. It is both a 
synthesis and an analysis of what industrialists and 
business men are saying. 

The National Association of Manufacturers has set 
up a Committee on Post-War Problems which has 
issued several reports, among them Preparing Now for 
Post-War Problems (July, 1942) and Second Report 
(December, 1943). 

The Post-War Planning Committee of the Congress 
of Industrial Organizations has issued its first report, 
As We Win, a discussion of problems of reconversion 
and demobilization (CIO Publication No. 98, 31 pp., 
Washington, D. C., January, 1944). The American 
Federation of Labor received a report from its Postwar 
Planning Committee on January 22, 1944. 

In conclusion, it is again pointed out that the above 
introductory list is highly selective, but it will give the 
reader a fairly clear picture of the main issues involved. 


Fight Against Interstate Barriers Continues 


trade barriers and the prevention of new trade 
barrier enactments constitute one of the most im- 
portant wartime responsibilities of the states. As a re- 
sult of wartime conditions and the persistent efforts of 
the Council of State Governments, practically all of these 
barriers have been removed. The Council has continued 


(Cee a ELIMINATION of remaining interstate 


its opposition to the enactment of any legislation to re- . 


establish or create new trade barriers. The Council's 
Committee on Postwar Reconstruction and Develop- 
ment, its Committee on Postwar Agricultural Problems, 
and its Committee on Postwar Fiscal Policies for State 
and Local Governments have endorsed this program of 
prevention. The Committee on Postwar Reconstruction 
and Development specifically recommended that the 
states “continue their efforts to eliminate interstate trade 
barriers, discriminatory freight rates, and all other 
monopolistic practices which serve to restrict new in- 
vestment.” 

The most aggravating of all were the motor vehicle 
transportation trade barriers which, during the early 
days of the war, seriously impeded the war effort be- 
cause of the diversity of state laws regulating weights 
and dimensions of commercial vehicles. As a result of 
the efforts of the Council of State Governments and the 
Governors’ Conference, barriers were removed and uni- 
form regulations established. 

An indication of the soundness of this program, as 


well as of additional support for the continued elimina- 
tion of interstate trade barriers and other burdensome 
restrictions on the free flow of traffic, both during and 
after the war, is to be found in the following resolution 
recently adopted by the Business Advisory Council for 
the United States Department.of Commerce : 


WuHereas, the agreement arranged by the Council 
of State Governments between the states of the 
United States on June 1, 1942, under which commer- 
cial motor vehicles were to be loaded and operated to 
the full extent of their capacity within certain mini- 
mums, which agreement is only to continue during the 
duration of the war, and 

Wuereas, the same obstacles which caused the 
War Department to request an agreement for uni- 
formity, if allowed to exist in the postwar period, 
will have a delaying effect upon trade and commerce 
which will act to reduce employment, 

THEREFORE, BE IT RESOLVED that the Business Ad- 
visory Council for the Department of Commerce 
hereby requests the Council of State Governments to 
take such action as it may deem necessary to make 
permanent uniformity between the states as to regu- 
lations over all commercial motor vehicles. Further, 

BE IT RESOLVED that the Council of State Govern- 
ments be requested to continue its efforts to eliminate 
all interstate trade barriers that exist at present and 
to prevent the raising of new ones. 
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War Records Projects 


Records of the American Association for State and 

Local History presented the first issue of The War 
Records Collector. The purpose of this publication is 
to serve as a clearing house of information among per- 
sons and organizations throughout the nation engaged 
in the collection and preservation of World War II 
materials. These activities have expanded steadily in 
the states and localities since Pearl Harbor. A large 
number of state projects are in operation, gathering 
materials essential for the writing of war histories. The 
interest of the public has been aroused and it is intended 
that participants in one state shall have a convenient 
means of knowing what those in other states are doing 
or of getting a new slant on their common problems. 
From time to time the committee plans to publish spe- 
cial articles on some of these problems. The headquar- 
ters of the committee is the University of Virginia Li- 
brary, University, Virginia. 


T Marcu, the Committee on State and Local War 


State ACTIVITIES 


The War Records Department, Connecticut State 
Library, is making a special effort to enlist the support 
of all statewide organizations in the preservation of 
their war records, in keeping the department informed 
of their war activities, and in supplying it with all pub- 
lications. It offers the State Library as a depository for 
their records after the war. 

The Virginia Conservation Commission’s war history 
project has published a thirty-four-page pamphlet, 
Virginia in Wartime, 1942-43 (Richmond, 1944), “an 
impressionistic picture of life and activities in the state,” 
based upon newspaper articles and reports received 
from chairmen of the county committees. 

The North Carolina Department of Archives and 
History, Raleigh, has issued a revised edition of its 
mimeographed War Records Manual and will be glad 
to send copies to projects and individuals in other states 
on request. 

The Wisconsin State Historical Society, in connec- 
tion with its war records activities, is securing files of 
all trade journals on a statewide basis, dating back to 
the beginning of the war, where available. 

Mr. Howard Peckham of the William L. Clements 
Library, University of Michigan, is the university war 
historian. His office was established to collect and create 
records of the university’s war activities for a history of 
the institution’s participation in the war and to publicize 
currently its war activities. A progress report by him, 
“The University in the War,” covering the two years 
beginning December 7, 1941, was published recently. 

The Pennsylvania Historical Commission’s project 
has in preparation brief but comprehensive narrative 
accounts on wartime health conditions in the state, ship- 
building, problems and conditions influencing various 
kinds of businesses, and other subjects. Based upon ma- 
terial in the commission’s files, these accounts are sub- 
mitted to several persons directly connected with the 
problems treated. Their criticisms are used in making 
revisions for the final narratives. 


SPECIAL PROJECTS 


California. Mrs. G. L. Somerby, War History Depart- 
ment, University of California, 702-04 Subway Ter. 
minal Building, Los Angeles. 

Connecticut. Dr. Thomas D. Murphy, Director, War 
Records Department, Connecticut State Library, 
Hartford. 

Florida. Dean B. C. Riley, General Extension Division, 
University of Florida, Gainesville. 

Georgia. Mr. Wayne S. Yenawine, University of 
Georgia Library, Athens, with cooperation of Emory 
University, Atlanta, and State Teachers’ College, 
Athens. 

Hawaii. Prof. R. L. Kuykendall, University of Hawaii, 
Honolulu, Chairman of Hawaii War Records De- 
pository, authorized by territorial legislature. 

Illinois. Mr. Stanley Erickson, Division of War Records 
and Research, Illinois State Council of Defense, 188 
West Randolph Street, Chicago (exclusive of Chi- 
cago metropolitan area). Mr. L. Hubbard Shattuck, 
Chicago Historical Society, historian of Chicago 
Office of Civilian Defense. 

Indiana. Prof. John D. Barnhart, Indiana University, 
Bloomington, Secretary of Indiana War History 
Commission, in cooperation with civilian defense 
council. Dr. Christopher B. Coleman, Director, In- 
diana Historical Bureau, State Library Building, In- 
dianapolis. 

Towa. Mr. Ora Williams, Curator, State Department 
of Archives and History, War Records Division, Des 
Moines. 

Massachusetts. Mr. Dennis A. Dooley, Librarian, Mas- 
sachusetts State Library, Boston, Chairman of Mas- 
sachusetts Committee for the Collection of Historical 
Data for World War II. 

Michigan. Dr. George H. Fuller, Secretary, Michigan 
Historical Commission, Lansing, in cooperation with 
Director of Michigan Office of Civilian Defense. 

Minnesota. Mr. Jacob Hodnefield, Director, Minnesota 
War Records Committee, Minnesota Historical So- 
ciety, St. Paul (formerly a committee of the Minne- 
sota Office of Civilian Defense). 

Nevada. Mr. Fred Greulich, State Highway Depart- 
ment, Carson City, collecting material for War His- 
tory Committee, appointed by Governor; State Li- 
brary, Carson City, depository. Nevada State Histor- 
ical Society, Reno, Miss Jeanne E. Weir, Secretary, 
also active. 

New Jersey. Mrs. Gordon Buchanan, Director, War 
Records Commission, New Jersey State Library, 
Trenton. 

New Mexico. Dr. Reginald Fisher, School of American 
Research, Museum of New Mexico, Santa Fe. 
Project: New Mexico War Records Library, by 
cooperation of Museum of New Mexico and New 
Mexico Historical Society. Albert G. Ely, Museum 
of New Mexico, in charge of war records project. 

New York. Mr. Hermann F. Robinton, Supervisor of 
Public Records, New York State Education Depart- 
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ment, Division of Archives and History, in charge of 
war records program, Albany. Mr. Blake McKelvey, 
office of the City Historian, Rochester Public Library. 

North Carolina. Miss Charlie Huss, Assistant Coordi- 
nator of War Records, North Carolina Department 
of Archives and History, Raleigh. 

Ohio. Prof. Francis P. Weisenburger, Executive Secre- 
tary, Ohio War History Commission, Columbus. Co- 
operation of Ohio State Archaeological and Histor- 
ical Society, Columbus. 

Oregon. Dr. L. S. Cressman, Department of Anthro- 
pology, University of Oregon, Eugene, Chairman of 
Committee on Conservation of Cultural Resources, a 
division of State Defense Council. Cooperation of 
Oregon Historical Society, Museum of Natural His- 
tory, Oregon State Library, and newspaper publishers 
of state. 

Pennsylvania. Dr. Sylvester K. Stevens, Secretary, 
Pennsylvania Historical Commission, State Museum 
Building, Harrisburg. 

Rhode Island. Rev. Henry K. Vye, Secretary of War 
Records, Public Relations Division, State Council of 
Defense, Providence. 

Tennessee. Prof. Henry L. Swint, Department of His- 
tory, Vanderbilt University, Nashville. Some cooper- 
ation by American Legion of Tennessee. Also Mrs. 
John Trotwood Moore, Tennessee State Library, 
Nashville ; cooperation of Tennessee Historical Com- 
mission and Tennessee Historical Society. 

Vermont. Mr. John Clement, Rutland, member of Ver- 
mont War History Commission, appointed by Gov- 
ernor. 

Virginia. Dr. H. J. Eckenrode, Director, War History 
Project, Division of History and Archaeology, Vir- 
ginia Conservation Commission, Richmond. 

IVashington. Mr. Charles E. Johns, Executive Secre- 
tary, Washington State Progress Commission, Olym- 
pia; war history project ; cooperation of Washington 
State Historical Society in collection of materials. 

West Virginia. Prof. Festus P. Summers, Department 
of History, West Virginia University, Morgantown, 
Chairman of War History Committee of eight. 

Wisconsin. Dr. Edward P. Alexander, Director, Wis- 
consin State Historical Society, Madison. Wisconsin 
War Records Commission, functioning as a commit- 
tee of Wisconsin Council of National Defense, but 
supported only by Wisconsin Historical Society. Mr. 
Richard E. Krug, Librarian, Milwaukee Public Li- 
brary, Chairman of Milwaukee County War Records 
Commission, a unit of the Citizens’ Service Corps 
under the county council of defense. 

Wyoming. Miss Mary A. McGrath, Librarian, State 
Historical Department and State Library, Cheyenne, 
in cooperation with State Council of Defense. 


Active AGENCIES 


Alabama, Mrs. Marie B. Owen, Director, Department 
of Archives and History, Montgomery. 

Arizona. Dr. Mulford Winsor, Director, Department 
of Library and Archives, Phoenix. 

Arkansas. Mr. Marvin A. Miller, Librarian, University 
of Arkansas, Fayetteville. 

Colorado. Mr. Malcolm G. Wyer, Librarian, Public 


Library, Denver; Colorado State Historical Society, 
Denver ; and University of Colorado, Boulder. 

Delaware. Mr. Leon de Valinger, State Archivist, Pub- 
lic Archives Commission, Dover. 

Kansas. Mr. Kirke Mechem, Secretary, Kansas State 
Historical Society, Topeka. 

Louisiana, Dr. Edwin A. Davis, Department of 
Archives, Louisiana State University, Baton Rouge. 
Cooperative project by Louisiana State University ; 
Tulane University Library ; Louisiana State Museum, 
Dr. Stanley C. Arthur, Director, New Orleans; and 
New Orleans Public Library. 

Mississippi. Miss Charlotte Capers, Acting Director, 
Department of Archives and History, Jackson. 

Missouri. Dr. Floyd C. Shoemaker, Secretary, State 
Historical Society of Missouri; Columbia. 

Montana. Historical Society of Montana, Helena. Com- 
mittee appointed by Governor, through which local 
committees are to be formed to collect records. Offi- 
cial depository, University of Montana. 

Nebraska, University of Nebraska collecting war mate- 
rials especially in relation to Middle West. State 
Historical Society, Lincoln, also active. 

New Hampshire. Mrs. Mildred Peterson McKay, New 
Hampshire State Library, Concord. Dartmouth ac- 
tive in collecting New Hampshire material. 

Oklahoma. Mr. James W. Moffitt, Secretary, Okla- 
homa Historical Society, Oklahoma City. Coopera- 
tion of Oklahoma State Library. : 

Texas. Memorial Museum Project, American Legion. 
Also activity by Dallas Historical Society and Univer- 
sity of Texas, Austin. 

Utah. Dr. Levi E. Young, Utah Historical Society, Salt 
Lake City. 


InN FoRMATIVE STAGE 


Maryland. Mr. Karl Singewald, 17 West Twenty-ninth 
Street, Baltimore, War Records Commission. Coop- 

_ eration of Maryland Historical Society, Baltimore. 

South Carolina. Prof. R. L. Meriwether, Director, the 
South Caroliniana Library, University of South 
Carolina, Columbia. South Carolina Council for Na- 
tional Defense has issued memorandum to chairmen 
of county councils and of women’s division of county 
councils to suggest collection of service records. 


Nine States 
(Continued from page 333) 


sulted in a loss of five hundred thousand of the area’s 
population, which it can ill afford. 

These were among the problems confronting the gov- 
ernors at Omaha. However, the meeting revealed that 
the Director of the Bureau of the Budget, Harold D. 
Smith, has written the Secretary of War of the Presi- 
dent’s interest in the program and of his desire to have 
it included with other projects for federal planning. 
Interested Congressional committees have been respon- 
sive, it was reported, and have indicated that financial 
support will be provided as soon as the states reconcile 
their interests in an over-all plan. It was also suggested 
that the states could if necessary enter a legislative 
agreement or an interstate compact to settle difficulties. 
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NEWS AND VIEWS OF BOOKS 


Budgeting: An Instrument of Planning and Manage- 
ment, edited by Catheryn Seckler-Hudson. Washing- 
ton, D. C.: The American University, School of So- 
cial Sciences and Public Affairs, 1944. Mimeo- 


graphed. 

THE FIRST THREE of seven volumes containing an impor- 
tant collection of materials on Budgeting: An Instrument of 
Planning and Management have just been published under 
the auspices of the Graduate Division of the School of 
Social Sciences and Public Affairs at The American Uni- 
versity, with the cooperation of the United States Bureau 
of the Budget. 

The collection makes available for the first time to stu- 
dents and others interested in government and administra- 
tion “select materials, heretofore largely unpublished, on 
the evolving broad concept and practice of budgeting as a 
tool and process of management,” according to the fore- 
word. 

Of the three volumes already published by The Ameri- 
can University, the first, Unit I, is entitled “The Evolution 
of the Budgetary Concept in the Federal Government.” 
Selections included in this unit are presented with the aim 
of yielding some light on the historical development of 
budgetary theory in the United States. Ninety pages in 
Unit I are devoted to an annotated bibliography on public 
budgeting prepared by Dr. Seckler-Hudson and Harold H. 
Roth, graduate research student at the university. 

The entire collection, when completed in processed form, 
will appear in seven volumes under the following titles (of 
which Units I, III, and V are now available): I, “The 
Evolution of the Budgetary Concept in the Federal Gov- 
ernment”; II, “Federal Budgeting and the National Fiscal 
Policy”; III, “Wartime Budgeting, including Federal-State- 
Local Fiscal Relations”; IV, “The Relationship of Budget- 
ing to Planning and Management”; V, “Formulation of the 
Federal Budget and the Appropriation of Funds”; VI, 
“Execution of the Federal Budget and Fiscal Account- 
ability”; VII, “Government Corporations and the Budge- 
tary Process.” 

The task of selecting and arranging the material has been 
one of two years’ duration for Dr. Seckler-Hudson, Chair- 
man of the Department of Public Administration of the 
university. An indication of the practical value of the work 
is demonstrated by the fact that portions of the material 
are a part of the Bureau of the Budget’s orientation manual. 


Where's the Money Coming From? by Stuart Chase. 
New York: Twentieth Century Fund, 1943. 179 pp. 
Cloth, $1. 

Tuts Boox is third in a series of six on “When the War 
Ends” being prepared by Mr. Chase. It is an American 
popularization of the theory of the English economist, John 
Maynard Keynes, that modern depressions and mass un- 
employment are due primarily to over-saving, or failure 
to invest promptly and continuously savings in excess of 
spendings for consumer goods. Perhaps the best known 
American advocates of this doctrine are Dr. A. H. Hansen 
of Harvard University, adviser of the Board of Governors 
of the Federal Reserve Board, and Mr. Marriner S. Eccles, 
President of the Board. 

Mr. Chase advocates “a mixed or compensatory economy, 
where businessmen largely own and operate the means of 
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production, but where the government underwrites fy 
employment by its control of existing financial machinery— 
as the [London] Economist suggests.” He would imple. 
ment national economic policy largely by appropriate (“uyn. 
orthodox”) handling of taxation, the public debt, and social 
security funds. 

Following are a few characteristic quotations: “The task 
of finance in war is to see that nothing is decided on finan. 
cial grounds.” “Our economic troubles have been due to 
abundance, not to scarcity.” “A century hence, says John 
Maynard Keynes, there will be no economic problem, even 
as today there is no problem of enough air to breathe. | 
believe him, and I might even lop fifty years from his 
estimate.” “A book on how to finance the peace should 
perhaps be devoted primarily to overcoming fear.’ “Noth- 
ing to fear but fear.” “It [the money] comes from the work 
of the people and the work of their machines.” 


Social Security in America (Addresses, National Con- 
ference on Social Security, January, 1944). Wash- 
ington: Chamber of Commerce of the United States. 
103 pp. $1. 

THIS IS A VOLUME of fourteen principal addresses by a 
galaxy of speakers selected to develop the different points 
of view on the controversial issues of social security, espe- 
cially of the Wagner-Murray-Dingle bill. An introduction 
to the volume by Dr. Emerson P. Schmidt, Economist, 
Committee on Social Security of the Chamber of Com- 
merce, and opening remarks by Marion B. Folsom of the 
Eastman-Kodak Company, are included. The subjects cov- 
ered include, among others: social security in the postwar | 
period, the maintenance of employment, unemployment 
compensation for the returning soldier, the Beveridge plan, 
and public medicine—a highlight of the discussions. The 
addresses are commendable for their simplicity and read- 
ability although much professional and technical ground is 


covered. The volume is a convenient, quick reference to 
the major principles, policies, and problems of this new and 
growing field of national and state government. 


Investigation of the National Defense Program. Third 
Annual Report of Special Committee [Truman]. 
Washington, D. C.: Government Printing Office, | 
1944. 582 pp. $.55. 

Part One of this report discusses the present status and 
future course of the war production program. After list- 
ing the investigations of the past year, the committee re- 


ports: “. .. after three years of awe-inspiring reality ... 
war production is now firmly established on a successful 
working basis. . . . Industry, labor and government deserve f 


credit for the job... . To make this possible our workers 
engaged in manufacturing, mining and agriculture com 
tributed nearly 45 per cent more man-days of work in 1943 
than in 1939, despite the fact that more than 10,000,000 
men were withdrawn from the labor pool for the armed 
forces. In manufacturing alone, . . . 89.6 per cent more 
man-days. . . . Women in particular deserve credit... 
many decisions . . . were hastily and sometimes foolishly 
made, and many mistakes . . . were continued long after 
they should have been rectified . . . no task of such magni- 
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After discussing cancellations or cut-backs of contracts, 
the resumption of civilian production, unfilled orders held 
by manufacturers, and the necessity for advance planning, 
the committee recommends that plans be made now for the 
“elimination of obstacles [to production to meet civilian 
needs] and the removal of controls and restrictions as fast 
as that can be done without injury to war production.” 
It warns against substituting “the judgment of bureau- 
crats for economic trends” and also against permitting 
dollar-a-year industrialists in government service to exer- 
cise controls “free and exempt from the application of the 
antitrust laws.” “What the committee proposes in essence 
is that (1) we must not prevent the use of surplus com- 
modities and thereby create unemployment, (2) we must 
not create a new series of unworkable industrial controls 
that will retard seriously the conversion from war produc- 
tion in the initial and most difficult stages of that conver- 
sion, and (3) we must not establish a pattern of regimenta- 


tion for peacetime production, however good our intentions 
may be, because such regimentation will have a tendency 
to become permanent.” 

In Part Two the Committee discusses manpower, surplus 
plants and commodities, renegotiation of war contracts, 
critical materials—aluminum, copper, lead, zinc, lumber, 
mica, steel—aircraft, farm machinery, transportation, and 
Army and Navy hotel acquisition programs. Part Three 
contains sixteen appendices and is followed by reprints of 
reports submitted subsequent to the Secend Annual Report. 
It is unfortunate that space limitations do not permit dis- 
cussion of most of these appendices and reports. The next 
to the last one is on the Canol project, undertaken to supply 
oil products in Canada along the route of the Alaskan High- 
way. The committee sums up a rather detailed report of its 
investigation of this project as follows: “General Somer- 
vell should have required his staff to use the several months 
available to obtain more adequate information, and above 
all he should not have continued the project after the dif- 
ficulties became apparent, and after expert opinion indi- 
cated that the project was not desirable.” 


THEY SAY 


Why Government Costs More 


How DOES IT HAPPEN that the appropriations of the State 
to all causes jumped more than 400 per cent from 1924 to 
1940, even more, in proportion than the Federal govern- 
ment’s expenditures increased during the same period? The 
question has doubtless occurred to many. . . . The year 1940 
was chosen for our analysis rather than 1942 or 1943, since 
a relatively normal year was sought, rather than one thrown 
badly out of balance by the war. 

The great advance in the expenditures of the Common- 
wealth during the 16 years in question (extending from 
the administration of Governor E. Lee Trinkle to that of 
Governor James H. Price) is not hard to explain. The 
major increases are to be found in certain readily identi- 
fied areas of governmental activity. 

First, highways. In 1924, the total State expenditure was 
about $11,500,000, whereas by 1940 it had risen to nearly 
$27,000,000. These revenues, all collected from gasoline 
taxes and license tag fees, have slumped during the war, 
but they are expected to go up speedily when the gasoline 
shortage ends. In 1924, there was no State highway patrol, 
whereas today this large and efficient force operates all over 
Virginia. Obviously, too, the highway system itself is 
much better and more extensive than it was 20 years ago. 

Second, the public schools. In 1924, a total of $5,200,000 
was spent on them by the State, whereas by 1940 this had 
risen to $9,250,000. The figure has been increased sub- 
stantially since, and it is still inadequate. 

Third, the ABC system. This was set up in 1934, and in 
1940 it spent nearly $15,000,000. The bulk of this went for 


the purchase of liquor for the ABC stores, and there were . 


also the salaries and wages of the hundreds of employees. 
Profits from the system, amounting to $5,700,000 in 1940, 
are divided between the State and the localities, and are 
used by them for various causes. 

The Unemployment Compensation Commission was added 
in the 1930's, and it provides payments to persons out of 
work. In 1940, it spent nearly $6,000,000. All this revenue 
comes from payroll taxes. .. . 


The Department of Public Welfare is an agency of the 
government which has expanded its activities enormously 
in recent years. As in the case of the UCC, this took place 
as a result of the Roosevelt administration’s enactments 
in the field of social security. The Welfare Department 
spent nearly $3,000,000 in 1940, of which slightly more 
than half went for old-age assistance, close to $600,000 for 
general relief, nearly $400,000 for aid to dependent children, 
and around $130,000 for relief to the blind. 

Another large factor in the situation is the different 
method of accounting used in 1924 as compared with that 
in 1940. The reorganization of the State government under 
Governor Harry F. Byrd had not taken place in the former 
year, and tuition fees collected by the State institutions 
of higher learning, receipts of hospitals, sanatoria and other 
similar institutions—then totaling around $5,000,000—were 
not sent to Richmond, but were retained by the institu- 
tions concerned toward their operating expenses. Since the 
Byrd reorganization, this money has gone into the general 
fund here, and has been returned to the institutions via 
the appropriation bill. There has also been a great and salu- 
tary expansion in the equipment and services of the insti- 
tutions of higher education, and the hospitals and sanatoria 
in the past two decades, which accounts for further in- 
creases. 

The State Department of Health, which received about 
$200,000 from the State in 1924, got $2,330,000 in 1940, 
or over 10 times as much. It ought to have more. 

Such are the major areas in which expenditures of the 
State have leaped upward since 1924. There are others, 
needless to say, but these are the chief ones. Who will say 
that, all things considered, these higher outlays from the 
State treasury are not justified? Have we not a better 
educated, a safer, a healthier and a more prosperous Com- 
monwealth, as a result of these appropriations? So far 
from giving cause for concern, the fact that Virginians are 
willingly paying out these sums for schools, colleges, roads, 
welfare and health, and doubtless will pay still larger sums 
in future, is cause for gratification, rather than alarm. 

Richmond (Virginia) Times Dispatch 
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NEW CONSTITUTION 
SUBMITTED IN NEW JERSEY 


NEw JERSEY VoTERs will get a chance in November to 
throw out their century-old state constitution for a new 
and up-to-date document of basic state law. The legis- 
lature made this possible when it recently adopted the 
draft of the proposed new constitution. 

Legislative approval of the draft means it will be 
submitted to the voters in November for ratification ; if 
approved then, the draft will become the state’s consti- 
tution, replacing a basic law one hundred years old and 
long recognized as impeding the effective functioning of 
the state’s governmental system. 

Major changes contained in the new constitution in- 
clude revision of the state court system ; lengthening of 
the governor’s term of office from three to four years 
(terms of all other state governors are either two or 
four years) ; increasing the terms of senators from two 
to three years, and of assemblymen from one to two 
years ; increasing the pay of senators and assemblymen 
from five hundred to two thousand dollars annually ; 
consolidation of one hundred state agencies into twenty ; 
strengthening the appointive and veto powers of the 
governor ; and granting wide authority to the governor 
in state reorganization. 

Perhaps the most drastic changes in the proposed 
new constitution are contained in those sections remak- 
ing the state judiciary system. The new court plan 
abolishes the court of errors and appeals, the state’s 
“last resort” court, and replaces it with a supreme court. 
A statewide superior court, with at least two appellate 
divisions, would absorb the present chancery, supreme, 
prerogative, circuit, common pleas, oyer and terminer, 
quarter sessions, special sessions, and orphans’ courts. 

The last two years have seen an unusual amount of in- 
terest in general constitutional revision. Discussion of 
the problem of revision in a number of states resulted in 
referenda in three states in 1942—-Michigan, Missouri, 
and New Jersey. 

In 1941 Michigan approved a measure creating a 
commission of twenty-five members to make a prelimi- 
nary study of the problem of state constitutional re- 
vision, but the proposal was rejected later in November, 
by a fairly close margin. Missouri now has a constitu- 
tional convention in session. 


Taxation 
(Continued from page 332) 


after court decisions to file objections to death tax deter- 
minations, the value of the copy of the federal return as 
a guide for examination of witnesses is somewhat dimin- 
ished by the delay in obtaining it. In those cases in 
which a federal income tax return should be examined 


in connection with such an inheritance or estate tax cage 
the same difficulty may be encountered, especially if the 
return is one permanently on file in a collector’s office! 
or is in the field for audit.» Ordinarily, however, this! 
can constitute a serious limitation in only a small minor- 
ity of instances. 

The Dominion of Canada makes a special provision | 
for assisting provinces in fraud cases arising incident 
to the administration of the succession duty laws. It js | 
required, in order to secure Dominion records, at least 
in some connections, that the appropriate provincial 
official certify formally that he has reason to believe 
fraud has been practiced.™ It is of especial interest that, 
whereas in the United States state access to federal 
fraud records (except in connection with alcoholic bey- 
erage taxes) is denied, it is the only kind of Dominion 
income tax record made available to provinces under 
certain circumstances in Canada. 

An analogous illustration of the need for intergoy- 
ernmental cooperation concerns the Canadian tax on 
transfer of securities. It has been proposed that the 
federal and provincial governments jointly inspect and 
audit records as far as is required in connection with 
the transfer tax—the objective of the suggested ¢o- | 
operation, of course, being that reduction from two to 
one check-up would not only cut costs of administration 
but would lessen taxpayers’ time loss and irritation.® 

Perhaps a final word of caution relative to benefits 
from intergovernmental audit cooperation should be of- 
fered with respect either to any one governmental unit's 
accepting audits made by the other or to both using 
joint field results. Neither level of government can thus 
be relieved of responsibility for guaranteeing a careful 
investigation ; and, in all cases, increased cooperation 
should mean additional protection against discrimina- | 
tion and loss of revenue from failure of adequate ad- | 
ministration—and not less careful examinations.” 


Paradoxically, the closer the return is to state officials, 
the greater the difficulty. The same considerations are ap- 
plicable to state income tax cases, but are rarely practi- 
cally significant. 

“Agreement entered into on July 2, 1936, between the 
government of the Dominion of Canada and the govern- 
ment of the province of Ontario, Sec. 15; and the Agree- 
ment between the government of the Dominion of Canada 
and the government of the province of Quebec concerning 
the collection of the Quebec income tax, Sec. 14. 

*®Submission to the Royal Commission on Dominion- 
Provincial Relations by the Citizens’ Research Institute of 
Canada, Toronto, April, 1938, p. 62. 

Reciprocal agreements between levels of government is 
an effective method of eliminating duplication, waste, and 
expensive collection machinery. Report of the Royal Com- 
mission on Dominion-Provincial Relations, p. 58. 

%*James W. Martin, “Kentucky Income Tax Compared 
with Federal Income Tax,” Tares—The Tax Magaczine, 
January, 1937, p. 26. 
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THE THIRTY-SIXTH 
ANNUAL MEETING 


OF THE 
GOVERNORS’ CONFERENCE 
WILL BE HELD 


MAY 28 TO 31, 1944 


AT 
HERSHEY, PENNSYLVANIA 
AS GUESTS OF THE 
COMMONWEALTH OF PENNSYLVANIA 
AND 


GOVERNOR AND MRS. EDWARD MARTIN 


l he program will include discussion 


of war activities and problems 


of reconstruction and development. 
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